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Multnomah County Business Income Tax 

 
The Multnomah County Business Income Tax is a tax on net business income. 
 
The BIT was first created in 1976, at 0.6%. It was increased to 0.95% in 1986, and again to 
1.46% in 1987, when the County experienced a huge loss in federal funding. The county 
dropped the rate to 1.45% in 1993, where it remains today.  
 
The city of Portland collects the Multnomah County Business Income tax as well as their own. If 
a business operates inside the City of Portland and Multnomah County, only one form is due at 
the close of the fiscal year and it’s useful to taxpayers to align the deductions under the code. 
 
Proposed change 
In order to align the county’s policies with the city’s and make it easier for small businesses to 
comply with the tax, we are proposing increasing the maximum Owners Compensation 
Deduction from $92,000 to $100,000. This will allow business owners to keep more of what they 
earn during the course of operating their business and match the city’s Owners Compensation 
Deduction. 
 
Under the proposal the deduction may equal 75 percent of total income for a maximum 
deduction of $100,000 per business owner. Two owners could be two spouses who materially 
participate in a business or jointly own rental property. 
 
The cost of increasing the deduction is estimated to be $550,000 -- less than 1 percent of 2016 
BIT revenue. However the overall increase in BIT revenues will far outpace that reduction. 2016 
BIT revenue is estimated to be $6.3 million above 2015. Since 2010 BIT revenue has grown an 
average of 7.5 percent year over year. The deduction is chained to the consumer price index 
and is projected to increase 2.5 percent each year, with a tax revenue reduction of $125,000 per 
year. 
 
The county currently distributes BIT revenue to east county cities under a formula based on 
their size. Each Owner’s Compensation Deduction increase marginally reduces city revenue. 
 

 Allocation of 
BIT revenue 

FY16 BIT 
revenue, per city's 
budget 

Impact of $550,000 
total reduction from 
raising Owners Comp 
Deduction 

As Percent of 
FY16 BIT 
allocation 

Fairview 0.690% $450,000 $3,794 0.84% 

Gresham 8.052% $5,480,000 $44,288 0.81% 

Troutdale 1.314% $873,928 $7,227 0.83% 
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Wood Village 0.288% $198,504 $1,587 0.80% 
 

 
 
Some small technical code adjustments that bring the county code into alignment with the 
current tax collection practices and align the tax more closely with Portland’s code to reduce 
confusion for taxpayers and preparers are also being considered, such as allowing the county to 
check on compliance with the code. 
 
Notable exemptions in code today that highlight who pays the BIT 

● Businesses grossing less than $50,000 per year from all sources before expenses. (For 
1993 – 1998, exemption level = $15,000. For 1999 – 2007, exemption level = $25,000.) 

● Sole Proprietors filing a federal form 1040 should note "all sources" includes but is not 
limited to all schedule C's (including that of a spouse, even if located outside the City 
and/or County), all schedule E income (including incomes earned outside of the City 
and/or County), and all schedule D income derived from gains from property sales. "All 
sources" does not include wages.   

● Insurance agents, agencies and other representatives as such. Note: "Representatives" 
means persons selling insurance or transacting insurance as a representative or agent 
of an insurance company. Such persons must be licensed and regulated by the State of 
Oregon Insurance Division. Please be aware that "domestic" insurance companies are 
not exempt. 

● Individuals whose only business activity is ownership of less than 10 residential rental 
units. No exemption is available if any other business activity occurs (including sale of 
residential property). Note: An individual is a natural person or a joint taxfiler. 
Partnerships, corporations and all entities other than individuals may not look to this 
exemption.   

 
 




